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PARM, TECH, IAEA, US, CA 

SUB J : EXCHANGE OF NOTES WITH CANADA NOVEMBER 15, 1977 

SUMMARY: CANADIAN MISSION HAS PROVIDED TEXTS OF 
NOTES EXCHANGED BY USG AND CANADA NOVEMBER 15, 1977. 
INTENT OF CERTAIN PROVISIONS ARE UNCLEAR TO MISSION. 

ACTION REQUESTED: EXPLANATION. END SUMMARY. 

1 . IN SECOND PARA OF U.S. NOTE TO CANADA OF NOV 15, 

THERE IS REFERENCE TO COMMITMENT BY CANADA AND U.A. TO 
INSURE THAT MATERIALS (INCLUDING INTER ALIA SOURCE 
MATERIALS AND HEAVY WATER) AND EQUIPMENT TRANSFERRED 
PURSUANT TO 1955 COOPERATION AGREEMENT AND 1976 EXCHANGE 
OF NOTES, AS WELL AS PRODUCED SNM "ARE SUBJECT TO THE 
APPLICATION OF IAEA SAFEGUARDS." NEXT SENTENCE READS 
"WHILE SUCH MATERIALS AND EQUIPMENT ARE WITHIN THE USA, 
THE USA INTENDS TO IMPLEMENT THIS COMMITMENT PURSUANT 
LIMITED OFFICIAL USE 
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TO AN AGREEMENT WITH THE IAEA FOR THE APPLICATION OF 
SAFEGUARDS IN THE USA." 

2. MISSION WOULD APPRECIATE EXPLANATION OF INTENT O 

SENTENCE QUOTED ABOVE. BY OPERATION OF ART ARTICLE 
22 OF U.S. -IAEA AGREEMENT FOR IMPLEMENTING U.S. VOLUNTARY 
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OFFER, APPLICATION OF IAEA SAFEGUARDS TO MATERIAL, ETC., 
IMPORTED FROM CANADA, UNDER U.S. IAEA AGREEMENT 
SPECIFICIALLY FOR THAT PURPOSE, WOULD BE SUSPENDED 
PENDING U.S. -IAEA AGREEMENT 

FOR IMPLEMENTING U.S. VOLUNTARY OFFER. LATTER AGREEMENT, 
HOWEVER, IN ARTICLE 3(B) REFERS ONLY TO SOURCE OR 
SPECIAL FISSIONABLE MATERIAL IN THOSE FACILITIES 
IDENTIFIED BY AGENCY (SO-CALLED ANNEX II FACILITIES) AS 
BEING "SUBJECT TO SAFEGUARDS" UNDER THAT AGREEMENT. NO 
PROVISION IS MADE IN THAT AGREEMENT FOR APPLICATION OF 
SAFEGUARDS TO HEAVY WATER OR EQUIPMENT 

3. IT MAY BE THAT NO HEAVY WATER OR EQUIPMENT HAS BEEN 
OR IS EXPECTED TO BE IMPORTED FROM CANADA PRIOR TO 
CONCLUSION OF NEW BILATERAL. WE ARE ALSO UNINFORMED 
OF PRESENT IMPORTS FROM CANADA OF SOURCE MATERIAL OR 
THOSE EXPECTED DURING PERIOD BEFORE NEW AGREEMENT 
EXPECTED TO COME INTO FORCE. 

4. MISSION ANTICIPATES QUESTIONS FROM CANADIAN MISSION 
WHICH IS AWARE THAT NEGOTIATIONS OF SUBSIDIARY ARRANGE- 
MENTS FOR U.S. -IAEA AGREEMENT HAVE BEEN UNDERWAY IN 
ANTICIPATION OF EXPECTED ENTRY INTO FORCE OF AGREEMENT 
IN CO ING MONTHS. PLEASE ADVISE.STONE 
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